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farming is more than 50 percent of the individual’s gross income 
for either the most recent prepetition full taxable year or each of the 
2nd and 3rd preceding taxable years. Although the court found that 
the debtors did have a farming operation with debts less than the 
statutory maximum, the court agreed that the gravel activity was 
not farming for purposes of Chapter 12 and agreed that, without 
the gravel activity, the farm debts and income were both less than 
50 percent of the debtors’ total debts and income. Therefore, the 
court held that the debtors were not eligible for Chapter 12. In re 
Carter, 2017 Bankr. LEXIS 1286 (Bankr. M.D. N.C. 2017).
 FEDERAL ESTATE
AND GIFT TAXATION
 PORTABILITY.  The decedent died, survived by a spouse, on a 
date after the effective date of the amendment of I.R.C. § 2010(c), 
which provides for portability of a “deceased spousal unused 
exclusion” (DSUE) amount to a surviving spouse. The decedent’s 
estate	 did	 not	 file	 a	 timely	 Form	706	 to	make	 the	 portability	
election. The estate discovered its failure to elect portability after 
the due date for making the election. The estate represented that 
the value of the decedent’s gross estate was less than the basic 
exclusion amount in the year of the decedent’s death including 
any taxable gifts made by the decedent. The IRS granted the estate 
an	extension	of	time	to	file	Form	706	with	the	election.	Ltr. Rul. 
201718016, Jan. 27, 2017; Ltr. Rul. 201718021, Jan. 11, 2017; 
Ltr. Rul. 201718022, Jan. 23, 2017; Ltr. Rul. 201718024, Jan. 25, 
2017; Ltr. Rul. 201718025, Feb. 2, 2017; Ltr. Rul. 201718027, 
Feb. 2, 2017; Ltr. Rul. 201718028, Jan. 25, 2017; Ltr. Rul. 
201718033, Jan. 23, 2017; Ltr. Rul. 201718023, Jan. 31, 2017; 
Ltr. Rul. 201718016, Jan. 27, 2017; Ltr. Rul. 201718021, Jan. 11, 
2017; Ltr. Rul. 201718022, Jan. 23, 2017; Ltr. Rul. 201718024, 
Jan. 25, 2017; Ltr. Rul. 201718025, Feb. 2, 2017; Ltr. Rul. 
201718027, Feb. 2, 2017; Ltr. Rul. 201718028, Jan. 25, 2017; 
Ltr. Rul. 201718033, Jan. 23, 2017.
 TRANSFERS WITH RETAINED INTEREST. The decedent 
died on August 15, 2008. On August 8, 2008, acting on the behalf of 
the decedent under a power of attorney (POA), the decedent’s son 
transferred cash and securities worth $10 million from a revocable 
trust to a limited partnership in exchange for a 99 percent limited 
partner interest. The son was the general partner of that partnership. 
At that time the decedent was determined by two doctors to 
be incapacitated. The 99 percent limited partner interest was 
immediately transferred to a charitable lead annuity trust (CLAT) 
which provided an annuity payment to a charitable foundation. 
The CLAT provided that, upon the death of the decedent, the 
remainder of the trust passed to two family individuals. The POA 
included the ability “[t]o grant, convey, sell, transfer, mortgage 
BANkRUPTCY
CHAPTER 12
 CASH COLLATERAL. The chapter 12 debtors, father and son, 
owned and leased farm land for the raising of crops and cattle. The 
debtors sought the use of the proceeds from the sale of collateral 
crops for crop inputs for the 2017 crop. The debtors proposed to 
grant the secured creditor a security interest in the 2017 crop, crop 
insurance and any government farm program payments, plus 5 
percent	interest	on	the	proceeds.	The	debtors	filed	a	projected	cash	
flow	statement	for	the	2017	crop	which	showed	that	the	proceeds	
of	 the	2017	operations	would	provide	 sufficient	 funds	 to	 repay	
the  cash collateral, provide for Chapter 12 plan payments and 
still	provide	a	$19,000	profit	for	the	debtors.	The	bank	objected	
to	 the	use	of	 the	 cash	 collateral	 because	 the	debtors’	 cash	flow	
projections were not reasonable, given the several years of tax losses 
suffered by the operations. The court found that the debtors’ cash 
flow	projections	were	reasonable	and	that	the	past	losses	resulted	
from extraordinary circumstances. The court acknowledged that 
other courts have rejected requests for use of cash collateral based 
solely on a replacement lien on the new crops. Section 363(e) 
requires a debtor to provide adequate protection for any cash 
collateral used. The court held that the debtors provided adequate 
protection of the bank’s collateral by providing the bank a lien on 
the new crop, obtaining crop insurance and designating the bank 
as	beneficiary,	providing	the	bank	a	lien	on	any	government	farm	
program payments, 5.25 percent interest on the cash collateral and 
the granting of a administrative priority for the cash collateral. In 
re Blake, 2017 Bankr. LEXIS 1278 (Bankr. S.D. Ill. 2017).
 ELIGIBILITY.  The debtors, husband and wife, owned 390 
acres of farmland, a portion of which was leased to their son for 
growing crops, a portion of which was used for growing trees for 
timber and a portion of which was used to extract stone from a 
lake to be crushed into gravel for sale. The stone extraction had a 
auxiliary purpose of expanding a lake which was used for irrigation 
of	the	farm.	Creditors	objected	to	the	filing	of	a	Chapter	12	petition,	
arguing that the debtors did not qualify for Chapter 12 in that the 
stone extraction and gravel sales were not considered farming for 
Chapter 12 purposes. The creditors claimed that, once the gravel 
activity was excluded from the farming activity, the debtors’ 
farming debts were less than 50 percent of their total debts and 
their income from farming was less than 50 percent of their total 
income.	Under	Section	101(18)(A),	a	debtor	qualifies	as	a	“family	
farmer” if the debtor is (1) an individual; (2) engaged in a farming 
operation; (3) whose aggregate debts do not exceed $4,153,150.00; 
(4) not less than 50 percent of whose aggregate noncontingent, 
liquidated debts arise out of a farming operation owned by the 
individual as of the petition date; and (5) whose income from 
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deed in trust, pledge and otherwise deal in all property real and 
personal, which the principal may own” and “[t]o make gifts on 
the principal’s behalf, including, but not limited to, forgiveness 
of loans, to a class composed of the principal’s children, any of 
such children’s issue, or any or all to the full extent of the federal 
annual gift tax exclusion under Internal Revenue Code Section 
2503(b) or any successor statute.” The decedent’s gift tax return 
for 2008 reported a taxable gift of $1.66 million as a result of the 
transfer to the CLAT, determined by valuing the transferred 99 
percent partner interest using a 25 percent discount for lack of 
control and marketability. The court held (1) The decedent had 
the ability, acting with other partners, to dissolve the partnership 
and that ability amounted to a right “to designate the persons who 
shall possess or enjoy” the cash and securities transferred to the 
partnership “or the income therefrom,” within the meaning of I.R.C. 
§ 2036(a)(2). (2) Because the decedent’s limited partner interest 
was transferred less than three years before death, the value of the 
cash and securities transferred to the partnership was includible in 
the value of the gross estate to the extent required by either I.R.C. § 
2036(a)(2) or I.R.C. § 2035(a). (3) Neither I.R.C. § 2036(a)(2) nor 
I.R.C. § 2035(a) requires inclusion in the decedent’s gross estate of 
the full date-of-death value of the cash and securities transferred 
to the partnership. Only the excess of that value over the value of 
the limited partner interest received in return is includible in the 
value of the decedent’s gross estate. See I.R.C. § 2043(a). (4) The 
transfer of the decedent’s partnership interest to the CLAT was 
either void or revocable under applicable state law because the 
power of attorney did not authorize the son to make gifts in excess 
of the annual federal gift tax exclusion; therefore, the value of the 
limited partner interest as of the date of death, was includible in the 
value of the gross estate under I.R.C. § 2033 or I.R.C. § 2038(a). 
Estate of Powell v. Comm’r, 148 T.C. No. 18 (2017).
 TRUSTS. The taxpayer created an irrevocable trust for the 
benefit	of	the	taxpayer,	descendants,	and	a	foundation.	The	trust	
provided for a corporate trustee and a distribution committee 
composed of the taxpayer’s four children, with substitution by any 
other	adult	beneficiary.	The	trust	provided	that	the	trustee,	pursuant	
to the direction of a majority of the distribution committee, with 
the written consent of the taxpayer, shall distribute to or for the 
benefit	of	the	permissible	beneficiaries	all	or	any	portion	of	the	
net income and principal of the trust. The trust provided that the 
trustee, pursuant to the direction of all of the distribution committee 
members,	shall	distribute	to	any	permissible	beneficiaries	all	or	
any portion of the net income or principal of the trust. At any time, 
the	trustee	shall	distribute	to	any	of	the	permissible	beneficiaries,	
other than the taxpayer and the foundation, all or any portion 
of the principal of trust as the taxpayer directs for the health, 
education,	maintenance,	or	support	of	the	permissible	beneficiaries.	
Such distribution power shall be exercisable by the taxpayer in a 
nonfiduciary	 capacity.	The	distribution	 committee	may	 appoint	
income	or	principal	equally	or	unequally	and	to	or	for	the	benefit	
of	any	one	or	more	of	the	permissible	beneficiaries	to	the	exclusion	
of others. Any net income not distributed by the trustee was to be 
accumulated and added to principal. The IRS ruled (1) the taxpayer 
would not be treated as the owner of the trust; (2) the contribution 
of property to the trust by the taxpayer was not a completed gift 
subject to federal gift tax; (3) any distribution of property by the 
distribution committee from the trust to the taxpayer would not 
be a completed gift, subject to federal gift tax, by any member 
of the distribution committee; (4) any distribution of property 
by	the	distribution	committee	from	the	trust	to	a	beneficiary,	
other than the taxpayer, would not be a completed gift, subject 
to federal gift tax, by any member of the distribution committee; 
and (5) the members of the distribution committee do not possess 
a general power of appointment within the meaning of I.R.C. 
§ 2041 and the trust will not be includible in any distribution 
committee member’s gross estate under I.R.C. § 2041. Ltr. 
Rul. 201718003, Dec. 20, 2016; Ltr. Rul. 201718004, Dec. 
20, 2016; Ltr. Rul. 201718005, Dec. 20, 2016.
FEDERAL FARM
PROGRAMS
 BEANS. The GIPSA is proposing a revision to the United 
States Standards for Beans to (1) establish a class and grade 
requirement chart for chickpeas, also known as garbanzo beans, 
and	(2)	establish	a	new	grade	determining	factor,		definition,	
factor limits, and visual reference image for contrasting 
chickpeas. 82 Fed. Reg. 22306 (May 15, 2017).
 INSPECTION SERVICES. The AMS has announced the 
2017 rates it will charge for voluntary grading, inspection, 
certification,	auditing	and	laboratory	services	for	a	variety	of	
agricultural commodities including meat and poultry, fruits and 
vegetables, eggs, dairy products, and cotton and tobacco. The 
2017 regular, overtime, holiday, and laboratory services rates 
will	be	applied	at	the	beginning	of	the	crop	year,	fiscal	year	or	
as required by law (June 1 for most cotton programs) depending 
on the commodity. 82 Fed. Reg. 21502 (May 9, 2017).
 LENTILS. The GIPSA is proposing a revision to the United 
States Standards for Lentils to (1) establish  an additional 
grading factor, definition, grade requirements, and visual 
reference images for wrinkled lentils, and (2) establish a special 
grade,	definition,	special	grade	requirements,	designation,	and	
visual reference images for green lentils. 82 Fed. Reg. 22305 
(May 15, 2017).
 ORGANIC FOOD. The AMS has extended the effective 
date	to	November	14,	2017,	of	final	regulations	which	amend	
the organic livestock and poultry production regulations by 
adding new provisions for livestock handling and transport 
for slaughter and avian living conditions, and expanding and 
clarifying existing requirements covering livestock health care 
practices	and	mammalian	living	conditions.		Specifically,	the	
regulations: (1) clarify how producers and handlers must treat 
livestock and poultry to ensure their health and wellbeing; 
(2) clarify when and how certain physical alterations may be 
performed on organic livestock and poultry in order to minimize 
stress;  (3) set maximum indoor and outdoor stocking density 
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for avian species, which would vary depending on the type of 
production	and	stage	of	life;	(4)	define	outdoor	access	to	exclude	
the	use	of	structures	with	solid	roofing	for	outdoor	access	and	
require livestock and poultry to have contact with soil; (5) add 
new requirements for transporting livestock and poultry to sale 
or slaughter; and (6) clarify the application of FSIS requirements 
regarding the handling of livestock and poultry in connection with 
slaughter	to	certified	organic	livestock	and	poultry	establishments	
and provide for the enforcement of USDA organic regulations 
based	on	FSIS	inspection	findings.	82 Fed. Reg. 21677 (May 
10, 2017).
 The AMS has issued a proposed rule which sets forth the 
USDA intention to pursue one of several actions on the Organic 
Livestock	 and	 Poultry	 Practices	 final	 rule	 published	 in	 the	
Federal Register on January 19, 2017. USDA is asking the 
public to comment on the possible actions USDA should take in 
regards	to	the	disposition	of	the	final	rule.	The	final	rule	amends	
the organic livestock and poultry production requirements in 
the USDA organic regulations by adding new provisions for 
livestock handling and transport for slaughter and avian living 
conditions,	 and	 expands	 and	 clarifies	 existing	 requirements	
covering livestock care and production practices and mammalian 
living	conditions.	The	final	rule	was	originally	set	to	take	effect	
on March 20, 2017, and is now being extended to November 14, 
2017. 82 Fed. Reg. 21742 (May 10, 2017).
FEDERAL INCOME 
TAXATION
 ALIMONY. The taxpayer divorced in 2010 and the separation 
agreement provided that the taxpayer was to pay the ex-spouse 
$2,000 per month until the family home was sold, at which time 
the	payments	would	increase	to	$8,000	per	month.		When	the	
home did not sell within a short time, the taxpayer voluntarily 
and orally agreed to increase the payments to $5,000 per month. 
The taxpayer claimed the payments over two years as deductible 
alimony. I.R.C. § 215(a) allows as a deduction an amount equal 
to	alimony	paid.	I.R.C.	§	71(b)	defines	alimony,	and	part	of	the	
definition	requires	that	the	payment	be	required	by	a	divorce	or	
separation instrument. I.R.C. § 71(b)(2) provides that a divorce 
or separation instrument is: (1) a decree of divorce or separate 
maintenance or a written instrument incident to such a decree; 
(2) a written separation agreement; or (3) a decree requiring 
a spouse to make such payments. Because the extra monthly 
payments were not part of the written separation agreement, the 
court held that the extra payments above the $2,000 per month 
were not deductible as alimony. Bulakites v. Comm’r, T.C. 
Memo. 2017-79.
 DEPRECIATION. The taxpayer purchased three commercial 
properties which included land and buildings. The taxpayer 
allocated the purchase price between the land and buildings 
for each parcel and claimed depreciation deductions based on 
the  allocation to each building. The allocation by the county 
tax assessor allocated less value to the buildings than that 
claimed by the taxpayer and the IRS disallowed the depreciation 
deductions to the extent they exceeded the allocations by the 
county assessor. The taxpayer challenged the allocation by the 
county assessor but the court found that the county’s assessments 
were more accurate than the taxpayers which were not supported 
by any documentation. Therefore, the court upheld the IRS 
determination of the proper deprecation deductions allowed. 
Nielsen v. Comm’r, T.C. Summary Op. 2017-31.
 DISASTER LOSSES.  On April 21, 2017, the President 
determined	 that	certain	areas	 in	Washington	were	eligible	for	
assistance from the government under the Disaster Relief and 
Emergency Assistance Act (42 U.S.C. § 5121) as a result of a 
severe winter storm which began on January 30, 2017. FEMA-
4309-DR. On April 21, 2017, the President determined that 
certain areas in Idaho were eligible for assistance from the 
government under the Act as a result of severe winter storms and 
flooding	which	began	on	February	5,	2017. FEMA-4310-DR. 
On April 21, 2017, the President determined that certain areas 
in Utah were eligible for assistance from the government under 
the Act as	a	result	of	severe	winter	storms	and	flooding	which	
began on February 7, 2017. FEMA-4311-DR.  Accordingly, 
taxpayers in these areas may deduct the losses on their 2017 or 
2016 federal income tax returns. See I.R.C. § 165(i).
 DISCHARGE OF INDEBTEDNESS. In one tax year, 
when the taxpayer was insolvent, the taxpayer had discharge of 
indebtedness income and net operating losses (NOL) reported 
on the federal tax return. On the advice of an accountant, the 
taxpayer	filed	an	amended	return	to	elect	to	reduce	the	discharge	
of indebtedness income by reducing the basis of three depreciable 
properties.   The taxpayer claimed that this election allowed 
the taxpayer to retain the use of the NOLs. In the next tax year, 
one of the reduced-basis properties was sold and the taxpayer 
recognized	taxable	gains.	The	taxpayer	filed	a	letter	ruling	request	
to revoke the election made in the amended return. I.R.C. § 108(b)
(5) provides an election whereby an insolvent taxpayer may 
offset discharge of indebtedness income by reducing the basis 
of depreciable property. The IRS denied permission to revoke 
the election because the taxpayer had thoroughly discussed the 
election with a tax professional and made the election with a 
tax purpose of retaining the NOLs. The IRS also denied the 
revocation because the revocation would result in lower tax 
payments by the taxpayer resulting from the sale of the property 
and for several additional years from use of the NOLSs.  The 
IRS also noted that the taxpayer waited over 17 months to seek 
revocation of the election. Ltr. Rul. 201718023, Jan. 31, 2017.
 EMPLOYEE EXPENSES. The taxpayer was employed 
with the Department of Homeland Security (DHS) as a customs 
officer	for	the	tax	year	involved.	The	DHS	policy	on	reimbursed	
employee expenses required employees to obtain an authorization 
for any expenses prior to incurring the expenses and to provide 
receipts and other documentation after incurring the expenses. 
The taxpayer  did not seek reimbursement of expenses incurred 
while employed. However, the taxpayer claimed such expenses 
on Schedule A as unreimbursed employee expenses. I.R.C. 
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§ 162 allows a taxpayer to deduct all ordinary and necessary 
expenses paid or incurred by the taxpayer in carrying on a trade 
or business and  employment is considered a trade or business. 
Expenses are not “necessary” under I.R.C. § 162 when an 
employee fails to claim reimbursement for expenses paid in the 
course of employment when entitled to do so. Thus, the court 
held that, because the taxpayer did not request reimbursement 
for the expenses under an employment policy which allowed 
such reimbursement, the taxpayer was not entitled to deduct such 
expenses. Humphrey v. Comm’r, T.C. Memo. 2017-78.
 HOME OFFICE. The IRS has published information on the 
home	office	deduction.	Regular Method. This method requires 
computing the business use of the home by dividing the expenses 
of operating the home between personal and business use. Direct 
business expenses are fully deductible and the percentage of the 
home	floor	space	used	for	business	is	assignable	to	indirect	total	
expenses.	 Self-employed	 taxpayers	 file	 Form	1040,	 Schedule	
C, Profit or Loss From Business (Sole Proprietorship), and 
compute this deduction on Form 8829, Expenses for Business 
Use of Your Home. Simplified Method.	The	 simplified	method	
reduces the paperwork and recordkeeping burden for small 
businesses.	The	simplified	method	has	a	prescribed	rate	of	$5	a	
square foot for business use of the home. There is a maximum 
allowable deduction available based on up to 300 square feet. 
Choosing this option requires taxpayers to complete a short 
worksheet in the tax instructions and entering the result on the 
tax return. There is a special calculation for daycare providers. 
Self-employed	 individuals	claim	the	home	office	deduction	on	
Form 1040, Schedule C , Line 30; farmers claim it on Schedule 
F, Line 32 and eligible employees claim it on Schedule A, Line 
21. Regardless of the method used to compute the deduction, 
business expenses in excess of the gross income limitation are not 
deductible. Deductible expenses for business use of a home include 
the business portion of real estate taxes, mortgage interest, rent, 
casualty losses, utilities, insurance, depreciation, maintenance and 
repairs. In general, expenses for the parts of the home not used 
for business are not deductible. Deductions for business storage 
are	deductible	when	the	dwelling	unit	is	the	sole	fixed	location	
of the business or for regular use of a residence for the provision 
of daycare services; exclusive use isn’t required in these cases. 
Further	details	on	the	home	office	deduction	and	the	simplified	
method can be found in Publication 587. IR-2017-96.
 LETTER RULINGS. The IRS has issued a revenue procedure 
modifying Rev. Proc. 2017-3, 2017-1 C.B 130, by deleting section 
5.01(4) which had provided that no letter rulings will be issued 
as to whether I.R.C. § 355 or § 361 applies to a distributing 
corporation’s distribution of stock or securities of a controlled 
corporation in exchange for, and in retirement of, any putative debt 
of the distributing corporation if such distributing corporation debt 
is issued in anticipation of the distribution. Thus, rulings will now 
be provided for this issue. Rev. Proc. 2017-38, I.R.B. 2017-22.
 PARTNERSHIPS
  ELECTION TO ADJUST BASIS. The taxpayer was a limited 
liability company which elected to be taxed as a partnership. One 
of the members died during the tax year but the taxpayer failed to 
make the I.R.C. § 754 election to adjust the basis of partnership 
assets with the tax return for that year.  The IRS granted an 
extension	of	time	to	file	an	amended	return	with	the	election.	Ltr. 
Rul. 201719006, Feb. 6, 2017; Ltr. Rul. 201719007, Feb. 6, 2017.
 The taxpayer was a limited liability company which elected to be 
taxed as a partnership. One of the members retired during the tax 
year and the taxpayer made a liquidating distribution in exchange 
for that member’s interest in the taxpayer but the taxpayer failed 
to make the I.R.C. § 754 election to adjust the basis of partnership 
assets with the tax return for that year.  The IRS granted an 
extension	of	time	to	file	an	amended	return	with	the	election.	Ltr. 
Rul. 201718013, Jan. 17, 2017.
 PENSION PLANS.	The	 taxpayer	was	 the	 beneficiary	 of	 a	
pension plan owned by the taxpayer’s deceased parent. The 
summary plan description (SPD) stated that the plan was a 
defined	benefit	plan	that	consists	of	both	employer	and	employee	
contributions. The SPD states that members were required to 
contribute a portion of their salary each pay period through payroll 
deductions; these deductions were basic employee contributions 
and not subject to federal income taxation in the year contributed, 
but those contributions would be subject to federal taxation upon 
distribution. The SPD further stated that members may make 
additional employee contributions beyond the required basic 
employee contributions up to 50 percent of the basic employee 
contribution rate and these additional employee contributions were 
subject to income tax in the year the contributions are made. The 
total	 benefit	 payable	was	 $403,829,	 comprising	 the	 decedent’s	
share of $11,245 and an employer’s share of $392,584. The plan 
did not designate what amount, if any, of the decedent’s share of 
$11,245 was an additional employee contribution as opposed to 
the required basic employee contribution. The taxpayer did not 
provide any evidence of any additional employee contribution 
made by the decedent. The taxpayer elected to receive distributions 
in equal monthly payments over the life of the taxpayer. The 
taxpayer argued that $16,245 of each of the $28,937 total annual 
distributions was excludable from gross income. In general, 
distributions from pension plans are included in taxable income, 
except to the extent of the investment in the contract of the plan. 
An employee’s investment in the contract also includes amounts 
contributed by the employer, “but only to the extent that . . . such 
amounts were includable in the gross income of the employee.” See 
I.R.C. § 72(f). Consequently, employee or employer contributions 
that were not includable in the employee’s gross income for the 
contribution year are not included in the employee’s investment 
in the contract. The court found that the taxpayer failed to provide 
any evidence that the decedent had made contributions to the plan 
which were made from post-taxable income or that the employer’s 
contributions were included in the decedent’s taxable income; 
therefore, the entire annual distributions to the taxpayer were 
taxable income. Harrell v. Comm’r, T.C. Memo. 2017-76.
 TAX PAYMENTS. In a Field Attorney Advice letter, the issue 
discussed was: May a person making a deposit under I.R.C. §6603 
for a potential transferee liability direct the Service to apply all 
or a portion of its deposit against the liability of another person 
liable for the same underlying liability? Under I.R.C. §6603, a 
taxpayer is permitted to make a cash deposit with the IRS which 
may be used by the IRS to pay certain types of tax (including 
income tax) that have not been assessed at the time of the deposit. 
To the extent that such deposit is used to pay tax, for purposes 
standard for the deductibility of theft losses in years after the initial 
discovery of the loss. The appellate court held that the reasonable 
certainty requirement for losses claimed after the year of discovery 
was the same test of reasonable prospect of  no recovery applied to 
the year the loss was discovered. Because the Claims Court erred in 
applying the higher standard, the case was remanded to apply the 
correct standard.  Adkins v. United States, 2017-1 U.S. Tax Cas. 
(CCH) ¶ 50,218 (D.C. Cir. 2017), vac’g and rem’g, 2013-2 U.S. 
Tax Cas. (CCH) ¶ 50,196 (Fed. Cls. 2016) See also Adkins v. 
United States, 2013-2 U.S. Tax Cas. (CCH) ¶ 50,621 (Fed. Cls. 
2013).
PROPERTY
 FORECLOSURE.  The plaintiff held a 20.925 interest in a note 
and deed of trust on a cattle ranch owned by the defendants. The 
defendants	were	in	default	on	the	note,	and	the	plaintiff		filed	suit	
against the defendants to recover from the defendants personally. 
Nev. Rev. Stat. § 40.430 requires “ . . . an obligee, who seeks to 
recover a debt secured by real property, to recover on the property 
through foreclosure before attempting to recover from the loan’s 
guarantor personally.” In addition, Nev. Rev. Stat. § 40.495(5)(c) 
prohibits any waiver of § 40.430 where the secured property is 
used primarily for the production of farm products as of the date 
the mortgage or lien was created. Thus, the court dismissed the 
plaintiff’s	action	because	no	suit	in	foreclosure	had	been	filed.	The	
appellate	court	affirmed.		karayan v. Mardian, 2017 U.S. App. 
LEXIS 8471 (9th Cir. 2017), aff’g, 2015 U.S. Dist. LEXIS 94055 
(D. Nev. 2015). 
STATE TAXATION OF 
AGRICULTURE
 TERMINATION OF AGRICULTURAL USE. The plaintiff 
purchased land which was not zoned as exclusive farm use property. 
The former owner had leased the land to a tenant who used the land 
for farming, and the former owner had obtained a special property 
tax assessment as farmland for purposes of property taxes. The lease 
terminated	on	August	6,	2012	and	the	former	owner	notified	the	
county assessor on August 7, 2012 of the change of use. The sale to 
the plaintiff occurred on August 10, 2012. In May 2013, the assessor 
notified	the	plaintiff	that	the	special	assessment	had	terminated	and	
assessed additional taxes for the 2012-2013 property tax year. The 
Oregon	Tax	Court	held	that,	although	the	qualified	use	had	ended	in	
August 2012, the special assessment occurred on July 1, 2012 and 
was effective for the entire property tax year, until June 30, 2013; 
therefore, the assessment of additional property taxes was improper. 
On	appeal	 the	appellate	court	affirmed.	Boardman Acquisition 
LLC v. Morrow County Assessor, 2017 Ore. LEXIS 331 (Or. 
2017), aff’g, 2013 Ore. Tax LEXIS 209 (Or. Tax Ct. 2013).
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of I.R.C. § 6601 (relating to interest on underpayments), the tax 
shall be treated as paid when the deposit is made. Except where 
the taxpayer directs otherwise, multiple deposits shall be treated 
as used for the payment of tax in the order deposited. Rev. Proc. 
2005-18, 2005-1 C.B. 798 sets out procedures for taxpayers to make, 
withdraw, or identify deposits to suspend the running of interest 
on potential underpayments as I.R.C. § 6603 permits.  Rev. Proc. 
2005-18 provides that taxpayer who makes a deposit which exceeds 
the ultimate tax liability may direct the IRS to apply the excess as 
payment of other tax liability of the taxpayer. The IRS ruled that no 
authority allowed a taxpayer to direct payment of the excess to the 
liability of another taxpayer, even if the tax liability is also shared 
by that other taxpayer. Thus, the IRS ruled that a person making a 
deposit under I.R.C. §6603 for a potential transferee liability may 
not direct the IRS to apply all or a portion of its deposit against the 
liability of another person liable for the same underlying liability. 
FAA 20171801F, May 10, 2017.
SAFE HARBOR IN TEREST RATES
June 2017
 Annual Semi-annual Quarterly Monthly
Short-term
AFR 1.18 1.18 1.18 1.18
110 percent AFR 1.30 1.30 1.30 1.30
120 percent AFR 1.43 1.43 1.43 1.43
Mid-term
AFR 1.96 1.95 1.95 1.94
110 percent AFR  2.16 2.15 2.14 2.14
120 percent AFR 2.35 2.34 2.33 2.33
  Long-term
AFR 2.68 2.66 2.65 2.65
110 percent AFR  2.95 2.93 2.92 2.91
120 percent AFR  3.22 3.19 3.18 3.17
Rev. Rul. 2017-12, I.R.B. 2017-23.
 THEFT LOSSES. The taxpayers, husband and wife, made 
investments through an investment advisor working for a broker-
dealer. The taxpayers claimed that the broker committed fraud by 
using a “pump and dump” scheme by which the broker purchased 
stock, encouraged the clients to purchase the stock, and then sold 
the	brokerage	stock	at	inflated	prices,	causing	the	stock	price	to	
drop and resulting in losses for the taxpayers. The broker was 
convicted of securities fraud and the parties were in arbitration, in 
the tax year involved, as to any restitution payments. The taxpayers 
claimed a theft loss deduction for the losses incurred through the 
scheme; however, the loss deductions were denied as subject to a 
reasonable expectation of recovery, at least of some of the losses. 
Treas. Reg. §1.165-1(d)(3) provides that any loss arising from theft 
shall be treated as sustained during the taxable year in which the 
taxpayer discovers the loss; however, if in the year of discovery 
there exists a claim for reimbursement with respect to which there 
is a reasonable prospect of recovery, no portion of the loss with 
respect to which reimbursement may be received is sustained, 
for purposes of I.R.C. § 165, until the taxable year in which it 
can be ascertained with reasonable certainty whether or not such 
reimbursement will be received. The Claims Court held that the theft 
loss was not allowed in the year claimed because the taxpayer had 
not shown that there was a reasonable certainty of no recovery on 
the loss. On appeal, the appellate court vacated and remanded the 
lower court’s ruling, holding that the Claims Court used the wrong 
AGRICULTURAL TAX SEMINARS
by Neil E. Harl
August 24-25, 2017 & October 30-31, 2017 - Quality Inn, Ames, IA
  Join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain insight and understanding from one of the country’s 
foremost authorities on agricultural tax law.  The seminars will be held on two days from 8:00 am to 5:00 pm. Registrants may attend one or both 
days.	On	the	first	day,	Dr.	Harl	will	speak	about	farm	and	ranch	estate	and	business	planning.	On	the	second	day,	Dr.	Harl	will	cover	farm	and	ranch	
income tax. Your registration fee includes written comprehensive annotated seminar materials for the days attended and lunch.  A discount ($25/day) 
is offered for attendees who elect to receive the manuals in PDF format only (see registration form online for use restrictions on PDF files).
The topics include:
  
The	seminar	registration	fees	for	each	of	multiple	registrations	from	the	same	firm	and	for	current subscribers to the Agricultural Law 
Digest, the Agricultural Law Manual, or Farm Estate and Business Planning are $225 (one day) and $400 (two days).  The registration 
fees for nonsubscribers are $250 (one day) and $450 (two days). Nonsubscribers may obtain the discounted fees by purchasing any 
one or more of our publications. See www.agrilawpress.com for online book and newsletter purchasing.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
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 New regulations for LLC and LLP losses
Closely Held Corporations
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
	 Would	incorporation	trigger	a	gift	because	of
  severance of land held in joint tenancy?
 “Section 1244” stock
    Status of the corporation as a farmer
 The regular method of income taxation
 The Subchapter S method of taxation, including
  the “two-year” rule for trust ownership of
  stock
 Underpayment of wages and salaries
 Financing, Estate Planning Aspects and
  Dissolution of Corporations
 Corporate stock as a major estate asset
 Valuation discounts










 Constructive receipt of income
 Deferred payment and installment payment
  arrangements for grain and livestock sales
 Using escrow accounts
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Leasing land to family entity
 Crop insurance proceeds
	 Weather-related	livestock	sales
 
 Sales of diseased livestock
	 Reporting	federal	disaster	assistance	benefits
 Gains and losses from commodity futures, 
  including consequences of exceeding the
  $5 million limit
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Depreciating farm tile lines
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
 Repairs and Form 3115; changing from accrual
  to cash accounting
 Paying rental to a spouse
 Paying wages in kind
 PPACA issues including scope of 3.8 percent tax
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
 Self-canceling installment notes
 Sale and gift combined.
Like-kind Exchanges
 Requirements for like-kind exchanges
 “Reverse Starker” exchanges
					What	is	“like-kind”	for	realty
 Like-kind guidelines for personal property 
    Partitioning property
    Problems in Exchanges of partnership assets
Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
Self-employment tax
 Meaning of “business”
First day
FARM ESTATE AND BUSINESS PLANNING
New Legislation 
Succession planning and the importance of
 fairness
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Severing joint tenancies and resulting basis
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special use valuation
 Property included in the gross estate
 Traps in use of successive life estates
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
 The applicable exclusion amount
	 Unified	estate	and	gift	tax	rates
 Portability and the regulations
 Federal estate tax liens
 Gifts to charity with a retained life estate
Gifts
	 Reunification	of	gift	tax	and		estate	tax
 Gifts of property when debt exceeds basis 
Use of the Trust
The General Partnership
 Small partnership exception
 Eligibility for Section 754 elections
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
 Corporate-to-LLC conversions
